
James
Joseph/Atty/DC/AmoldAnd Po

lh
03/30/2005 04:19 PM

To xAUBoard, "Gary Abramson'

cc

bcc

Subject Notice re: Board meeting

George Collins ask me to send out a notice that he has called a phone meeting of the AU Board on
Tuesday, April 12 at 8:00 am (with apologizes for the early time, especially for anyone not on the East
Coast). Thís is for the Board to discuss and vote on the proposal made by the Compensation Committee
at the last Board meeting and Dr. Ladner's response, which he circulated directly to the Board. I will
circulate an agenda and the call-in information closer to April 12. Please RSVP to me so that we will know
how many Board memþers will be able to participate in this meeting. Thank you.

Because the sole purpose of the meeting will be to discuss Dr. Ladner's compensation, George
determined that Dr. Ladner should not participate in the meeting.
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James
Joseph/Atty/DC/AmoldAn d Po

03/31/2005 05:50 PM

To xAuBoard

cc

bcc

Subject Correspondence - Dr. Ladner

A number of Board members contacted me after my message yesterday to say that they had not seen Dr.
Ladne/s correspondence with me, which I understood he circulated directly to the Board on March 10 and
whích was referenced in my e-maíl yesterday. Attached are copies of all the letters to and from George
Collins/me and Dr. Ladner since the February 25 Board meeting.

l+-'I
lì;i.i1':l - correspondence Ladner (024196-1 03-31-2005 03-34-30 PM)-(DC-1354163-1).PDF
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Àlarch 1C,2005

[,fr. James P. Joseph
Amold &Poner,IIP

Dear lvf¡. Joseph:

Due ro mytravel schedule, I have only recently received yo* lener of lvfarch 2,
2005, v¡hich pu fa.xed to myoffice on úe same day.

Afthough ¡ou have chancærized lour rnotive in writing to me as wanring "ro mal<e
su¡e råat rlrere are no misundentaadings abour anyof the compensarion issues," I'm afnid
rhe content of Jour lener hæ onlyedded to the confusion. I arn gl.âd for the oppontniryto
offer cla¡ification regarding several sfnificant misundenandings.

You righdy noted úrar I had refened to )ou æ a "coosultant" ro the Board, and in an
effon ro co¡rect rñy "apparenr ¡nisundersranding regarrding the role of Arnold 6r Porær" you
staced that, "'We are not acring æ a corsulunt ro dre Boa¡d. \Øe are counsel to rhe Boa¡d. . -
." Making rhis pur first major point is iself revealing. However, )ncu nuyor maynor be
awaie thar drere qx some díscrssion in the Boa¡d meering about whetherlou should he
appointed as cou¡sel to the Board, "nd there wes a general eTPecration that the qpesdon of
)aur sanrs would need to be resolved byråe Board.

As confirmerion of rhis, f received a ll¡¡ch 8, 2005 eruil from Boa¡d Grù Geo¡ge
Oollhs assening his strong belief rhar úe Boa¡d should appoinr a¡¡ ourside counsel, and
notifying me rhar he will pur fo¡'wa¡d such a resolurion for consideretion bythe Execurive
C.omminee and rhe Boa¡d. Þfr. Collirls'email sa¡s, 'The Execuúve Comminee is onlythe
first srep in retaining coursel æ I intend to seek Board approval as ùe fin-r agenda iæm at
the next meering- or possibly sooûer. . . ." If your effon ro dear up my " miss16þrsrarding"
abour lour srans ís nor *itg*dud, ir is cenainlypremailre. Since rhe Boa¡d has not )€r
approved )ncur stan¡s æ counsd and since ¡ou disavow the staru of consultanr, ir is aot
clear in what capacírylou are writing ro rræ.

Your emphasis on "confidential anorne¡client communicarions" with che Board is
admi¡zble, though ir obviorslydo€s not emend to me. Althoqh 1ou indicated rhat you wish
to "avoid some of råe problems" of rhe compensarion review over the last ¡ear, you have
decided to continue ̂ pefrern of communicarion thac hæ creaæd m,jor problems. ùer the
pesr )æar, the C-omperuadon Comminee a¡d råe previors consulunr commu.oicared
primarilywidr mysuff iruæad of wi¡h me abou¡ the specifics oi mycompe¡sarion and
cornmiuee de[bendons. In addftion rc rhe embarrassment this caused rnystaff and me
rvtæo myconfidenrial compensation arrengemens were sbaæd wth mysiaff, ir creared a
grear deal of confrsion a¡rd undermined staff, comminee, and Board reladors.

i ìËNJÀI{i^- Lii)NER
pR¿ìloiñt'
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Choosingto 
î::p* $ nyaiSe pu faxed ¿oyrlercr, wåich neats rnycompensation a¡d relaæd issues indeuil, ,o ,h. g.o.á f* ;;ii". ; my æsistanct officewhile I ìpas out of to,un- It s,¡s finr received and'æJ by; g;-*I 

"di.. 
secreu¡ycrfio wes

l*. T rhe office, råen pæsed oo ro *o,h..æsisanq t¿?"."*-ryi.rË"f¿ #"d;;larer v¡hen I remrned.. Iireguires ünle erhicel sensitivþand 
""; 

Ioí jrääi;ä 
* *r"

experience ø reeïzæ thar confidesdrriryio tu.h,*rcí t;;;t 
""1;rofessionalcryecurion, which is gasy ro essure. yäu could h"u 

"btined 
my dir!.r, confidenrial faxnunlel with.símple pho¡æ calt or email ro rne. Instead, y"u .lorá ãL..¿.t a problempu claim to be avoiding._-f 

".T*.t.of 
simpre p.f.*í"J¿;;.yJ *."td .pr;;;-

1o'r communica¡¡gg diregdys'ith rne in the furu¡e on runers ,.g-úog mycompensationor anyorher coafideruial issues rlut penain ro rne.

You sared in lour lener úrat, "Ar ie Nolembe¡ 2004 sæering, the Board d.id nor
ltplgy"g.r gterænr.óf pur.o-p"L"u"" rà;,h; .""";; Ëîöi, 200,r-June 30,2005).", This is a fascinari"g satemen¡- fascinadng, but c;;prdt?ie. No¡ does thecredibiliry of pur claim imþrove by lour repon aä ,t i, ;;ää; r"ï'ea.d in rhe minures
l'^"^ï5 tr:Tl_ly,1yred byp¡r *"qï"o.I a¡qertign rú'"ffi is exacdywbar
:::T.:i:j¡1]$-rh$ 

one more tirne _ "No decision has been rnade about áy.hmentol your compersatioo for dre c.'renr ¡æar"-suains r¿rber rhan 
"o¡"".o 

creduliry.

For whatever rcasoo' the minu¡es ¡ou refer ro have not been sha¡ed with me, bur if
xu.ar:reprcseming them accuraæþ ¡on (or soucone) maywanr - ."r*o,¡.rn Boa¡duu¡r eeorge L'onrß seft a lemer to Ar-rs vice oresident of finance, lvfr. Donald Mprs, wirhe copyro me, daæd Novembe¡ 2g ,zÞ4.Iq*r. f.ro,hrË;;;l";

Tb Burd { Trøy 
W Fy'i. ùwtirE aø dfu urpratiofor pßidqt

Laùær as listd HDîn This tas aøtnrizs 1ot ø i"prã rt*;'^;r" ù,rrúrtU
¿lø¡ætmd;dt4

I?@üu etryEûjel grcqllT
DMcerwdliot g1I j,2jT

Eîæit¿tutet t.2O0i
Additiwllr@ttrEeÌFrdian-. . . . gI0Z,j00

The lener is signed byùfr. Collins.

j iïï,ff-în 
o:oqnn" fu, 1his Board action¡pith r€specr Ìo myconpersadon

tr11:j:,ti.j:9_tp,.:{ryy*denyingAr¡*rn"*i;ä;;;#;ñ;
Pf :It .o T:.d, *+ Àe. *[i,u, eryticir J*róør¡"o ;J i;;;ñ*, v,hich refl ecr
1.,1,"*.:,".:::ù:"bol:Tj:o"..d;;"oo-b";J;drb"JËää';äd;
fi:*r{*^i,.:ff ,JH.J::1$:-1ï:{Te:,,F,.h"d"r.;*ü""ã;ove.rrunediarery
**:Ï-::-:*:'_r_y T4 rlæeüne, t f,:crili* 

"1," 
t,f-;"*d;;rbalyrhar rhe

3:.*31*åjliT:".wi$yeecitl"Tr;,,i;;."d;;ãä.'"äåffioo''q/tich v¡as confirmed tare5 b¡lis ledea aud ¿lr *. ¡"r¿;rtd d;;";örffi
increæe for this sarne period- either before or a¡ the Febnra¡rr2005-;;;";increæe for thi" sa¡ne ither before or a¡ the Febnu-q¡2@5 Beering.

Your fuoda.aæntal error in this rr¡a¡ær u¡rfomraæþlead.s ro fu¡ther confusion whenpu indicaæ rhar rhe Febnury2@5 meedng vas rh. rinr-tiäã rhe 
-n-o"ä*.o*i¿.red 

anv
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asPeÍ o.f f.nyJuly 1, 2004 . J""j 3g,2cÃicompensarion. fu I\.4r- eslfinc,lefter makpsunmisukably clear, p.ur deim is plainlyfatse.'

Theu, remarkabþ ¡ou compound these.erron byassening rrrar, oAt the Nbve¡nber2004 meeting, r'e Boa¡d 
"p, 

proyq þurann ul inceudve paymeaîtoriut',Zæ¡ - l*"î0"2004,ína percenrâse e.qual to the incentive bonu rha¡ you received for2002_2ffJ-t. Thisdecisiou uy *e noiu ¡å- 
"o 

.ff.o ãõ; ."*o.nsation ror 2004,2005. lrtro decision hasbeen made abour anyelement of pr*cämp.*.åorr-i* rn;;;.;;;;."

This is an eouallyfascinating ctaim and, agein, equallyand enrireþfalse. M¡. füilinssem a lener ro Àar. ùryÁ, *irh . ;ót ," ,o", 4Ëq ñ"ë.õ;i,äõ;, shortry after úæNovember200i Board rn ..i"g.rí"å" fãåäe lenerbelow. 
l

þ n æ;d { rnr æ Ins appød an irøtiu øuazd før pr6 idst L adÌEr as tiçd Hou¿ This
PL'r ødyz6 pr_to irrplmot this pyrøt ;nndødy
hiortoNowrfu30.2003

hwtirEØpnatim $rc0,000
Efwittlvlq 1.200i

Irwtju CryW*ati@x. g7j,000

The lener is sþed bylvlr. Collins.

Mr- Glü's senr anoúerrener to furi. Mprs, with a copyto me, dared Febnøry2æ4.I quore from rhe lener below.

,rre, By4 { Tnãtæ las qprud dæ- F y04 û?r4at fuse sakry iwuse, d{od onpx æiozød ddditisal iÌ@îir, *rø, øt*¡, prcifuÊ Ldútr ^ ní¿ wr- ua dld ard;rd* d f*"l try L 2 003. 
- 
Thù tû;' drdniz' yt n inptorøx rh; **" imdia¿tEfûiuluh 1.2a03

Arwøl&ase Sdkry. .. . .
D{atdeTp6ãm

EfuireÀAq L 200a
A dditioul l¡øxire Wtûin. - . .

Âgain, the lener is signed bylvfr. Collins.

â461,000
81 10,750

.t2t,000

The fact is,lvft.Jo¡99h tåere neverhas been anyquestion abour r1re a61iocs of rhe
P9r1 g. ú.le rna'ers, ulhich wel¡aran during t[.se d,oi p.;J;;; as confirmed bylv[¡- Qellinc' ]etæn, directly ço"yr+f p*.t"ii*. F""h#;l h"ä'"hJãiå;.ät h.compençarior pi),rgli ayþrlzed þrrhe Board.oo rl"" rÇ;rg;;; acco¡d wirh lheinstrucdoos in ¡/r- collir¡s'le*ers. yóur¡ecædng of_rhe r-egu** oí..r.o* ,rf;*i*-

$:nffïX,;n'#;:ationf 
orJulyr,zoòî-¡uoe3ol2004;iJ,r|r;;"öoîJË-"

You have also s'"æd thaq "Ar the Feb^rary[2005] meeting, rre compersacioaComminee presenæd 
I *r"# for is approvi r.proposed coirp.*".ioo pacrrage for

lou, reEoactive roJuly l'2w4. You requesä th"r rhe ¡ir""¿ã.i.rii""rlonsideration of
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this proposal undl you hedrhe oppomrniqvro ræpond ro tre proposar . . . . The Boa¡dacquiesced to 'Ður requesr." Agåin, rhis ritr.ptetenrarion 
"f 

häi serio'sþmislerding.

fu demorsrated conclusivelyabove, rhe Boa¡d d.id acr ar ¡he November2@4 Boardgeeung regandiûg rnajor elemeno oí-y.o,,,p. atior forJuly L,zou- June 30, 20c5.These accior¡s pere confimæd h À,ft. d[i^'ño.,,. ^t , zí,iæileLr.,rrhoririoe rh.disbu¡seme¡r of univenþfunds. Ignoring rhi, fr.t ).; il;Lfu;;hJ#ä;ä*;
asLed for rhe fi¡5¡ rime ar is Februa¡y2''í ræetingi._g."ur oãi-p*a for mycompe"sarion pacþe, "rerroacrive a l"v L, 2æ4": Mr";;"ry ilr, ø" 5¡¿sus sf rhis
ï:ryt{ Yl_tofgented to the Boa¡d;; r-r'd'.r;,ì ¿I'ñä".-¡er2004 Boa¡dactron' æ reponed in lvfr. collins'Noves¡ber 2 g,?Ø4leaerl Did ¡ou eveu inform rhe 

-

Board ar the February2005 ræering trnl rhe #ôy;d"ä."t"i; a significanrrevisio¡ of rhe previous Board:aiõ¡" vrhich appro"ed;J";;i;;; or -iluiyî zæ+ _
J,ne 30,.2005 compensadorû Did pu 

"d"ir.;Ë.8"""d;;;;;pr;Jaccion mþhr beapproplíaæ úat would eîpFidyreier æ úe Board,s p*"í"*-"i¡-ö*a qÀich rhe newproposal would overrurqr or;nes rtre Board 1_or prope.þinfor-.¿]¡.rcr,inri;*r'bä*

fH:: *id: 
myJuly r,]004 - June 30, 2005 compensatios as if for the finr ¡irne? if rhar$ rhe case, however 1ou cha¡acæríze ¡our rore in rerarion to the Board ñ;; ;;j*,if"'"'such a misrçresena-rion? v.ere pu Gpt p*.¿ *d ,"irrf;ñd,;i* rhe Boa¡dimProP€dy b{efed> Did you intend ¡o pLria. ¿. go"oil*irh 

"jt 
irî rr* at a laæ¡ daæ?Änd whar is the san¡s ora Boa¡d ,.doo *hen uæmbe1s r*r". ñ;;þ u;.r"alAJternativel¡ if rhis is not råe case, våybave ).";rrñJ;,¡í. ¡í. b"r¿ coruidered aproposed c9m¡;ns3tio3 package for the fi,r, ú;;, ";;r-;*";l;;'r,2w4,. rvfthout thiçimporranr clarificariou?

. ?T3oro yoydgcrigtion of .disgrrssjons in the recent c-ompensadon commimeemeedng, I did oor ask rhe Boa¡ã ro "defer finar co*id.;.i"; J rËrþpora uod you []had che oppomrniryto resp.ond to rh. p-p"ã; r" f* ú;';;;råi i"ro.r*a me of rhecom¡xnsarion rot¿r ic h"¿ ãk .dy¿u.i¿.¿,ïhi.h ,.. ¿. ii-;;f *tåþr*r.ion forJury1,-2004 ,-lwrc 3q 2005, a¡d udlich *"r Joa¿t *rh rh; dr.id;;í,Ë Boa¡d ar isNovember2004 ræedng. The comrnirtee aske 
.d;;d".td.:;r";Ë;t*.dr,.rn rhen byAptil 1, 2005- wherher-I wanted ro rearrange tJr. *J,-* f;. ö'ä* componenrwithin rlar already escablished ¡otal.

I assur¡e ¡ou will 
i:.f.r."ll' to me príor ro the commiaee rneering (at leær, ar rhe''"try ryu 1ai-d ¡ou recalledrhisithãri¡-o,ìd br "u"f"ir;d i;;oil;u1."- râxtrunor¡¡rro an."anrbub" )ou said - for the cornnicee , iofot- *. 

"r-¡ãã.ä"* 
for the firsitime in rhe commimee meerrB rhe daybefore rh. f"[ d;;.-;;;;. 

"A 
,u s,e[ kuorv,dur is ea..ly whar occurred æ ,rg r.ur*viæs ,..ting- a¡4 for ún¡ rruûer, arso ar theNovember 2004 rneering- Since dre .ornniíæì La ¡*, inforrned ,r.p for rhe finr dme of irsdecision ro revise oo.. .g*in the lùrirs 

"f ".y.o-pe.n"arion.forJr.rþ r,zfnX- June 30, 2005,
I{9.tkS.råerI mþhihave alinre dme rir.i*r. "a.mbush" to coruidervÀerh"r¡nclrvrdual comporeols wùhiq rhe new,limired frarneworkmigh, O. aiff.*"rfydisuibuæd.This is veqydifierenr from your des.rúrjr" ;¡rL, occurred_

,"--r,_3jyïq::-î* 
tba¡ rhe Board has taken no aaions ar irs lasr rwo meeringpregarutng mycompensæion 
llrJulr 

t, 2@4 - June 30, 2c05, 1.rr.o-. Joo, ¡r¿îJ;t^yls¡are'oenr ¡har rre Board, ar is tlcinr m."riog, ."pp-uJ;. ií"1,1ãIï iJ*.o-p.*arion.,
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Iti¡,.you ntairßain, "is corpleteþ iruco'aæ." you claim rlag "The Boarrd made nodecisioru reganding pur compensadon at irs næedng;J 
""ll;",-;kr . firrrl-dri.rroio"rion,'"ril ¿[¡s¡ ]rou respond ro rhe Comper¡sariou G"r,niï;;t ñ;;;"i;

Nrov¡I am redlyconfrrygd. M-ygompe¡uarion rot¿l ser byrhe Board ar im Februarv2ûS.meering-cleulr uas a revision of ùe Bi¡ardt decision r, ¿á Ñor"r,¡;oc4 ;"äí.confimed in À,fr. Gllins'Nove¡nber 2g, 2004 lener. ilh;;;;;; ,;;rbrr;;ÅË"#'
"çproved' r.uns our ro be a rnere çibbring of ..o¿r, o¡r*.oil;;rh¿rä;Iffi;;,
*j Ío"u. y occurred. .I" f¡r,, ¡¡rt 

'oui¡s "mer 
"i,h 

il;;;dbåry 
"r*, 

,¡|-rI;rät
3T1Tîd ïttlg.4 infom¡ed me.duq following.rhe..""ril;i recomrnenda¡ior,, rå.Boa¡d bad- pu pick the wond" 'decided," 'approvä,' "agre-ed"- rlut myco'persarion
for rhe perioá Ju[' L, 2oo4 - Juræ 30, zooi oro',ri¿ ¡r 

"iorrîo] 
s299,ðoo, and rhar I should lerúe cornrninee know of aaysuggestions I migh ¡^u. foi r ¿if.on,'áLriburioo of råe

compqgggr of rhat toul arnounr,which rhe-Bogd_had "drcjd.tõp-".d/"gr""d: 
-

Though it nov' seess tbat pu failed ro inform rh. B"*d;i.]t;;.ãí;o or ¡o"E ¡.,rrry zoøaction ro ir¡ prior acrion in Nove'ber2@4, its "action/apf-*1, d.**- at rheFebnrary 2@5 meeung was clearþ both .a revisiou 
"f 

,å. il""diÑ;;; nber 2lo4action a¡da"decision/approvavagreement; ro which I was as.þd uyur. c.u., to respond wirh
yssegred adjustmenr to inreroal caregories byApril r, zdo!. ¡rrr. ra*"o¿ ci* ørrr*Boarrd chair,. wìN presenr ar rhis conversation tj he-if 

"o, 
¡¡r. co¡lr* Lir*.ú_ ult'l ,_cenain, confirm rJre accuracyof what I am recounting here.

A few dalt after rhe Febnury2@5 Boa¡d ¡1¿sting and my conve¡sation with lvfr.colliß ar.rd ilfr. Grr, I w¡ore ro rr¿fr. collins, as be and thJ.om#n ãL¿ *quo*d, *ãsuggesæd that ùe cornsrinee/Boa¡d corsideran adjusuren.ro ..i"i" io¿iviàuåt.Ë-i*
g!¡lre- ggmpersacion toral approved at the February2005 meeting, ,¡"uttr sri¡ wiúrin the$799,000 círp ser bythe Board. In lour rener ro 

le,l:u.quor:prË.ir.ty",t *. ,oror*oJfu-my lemer ro Mr. colliß, then ask me ro, "pleæe clarify, in *i.iog, whicher this is myresponse ro rhe Compensadon Commicee... .,

Now, I musr say' I am nor sure howro ".dâÍr!f fr¡rrher úac rhe numbers 'rru quorefrorn mylener ro À¡fr. collins tilyrr. .h" r"-b; I;;;;"'hj", äio-ro add funhercredence ro tbe fact drat mywinen respoose to hirn, * o"i, 
"f 

,h. ö-peosrtion
commiræe, was-mywrinen respor'e. ?ou r..*- ú. a*r""ai"g yoåoth.,or.iaen
rïï: :: ""p *r rnv response es*-xtory ''rt response. ftå,lgh iri"d ¿¡- o.[ r ,robeppyro coarplywuh 

ryy rqyrr: I herebyaffirm, æ ãtæsted bymlsignârure berow oo 
-

this leær ro ¡oy. daed il,farch-lo, 2@5, ¡híth. I..æ.d"i. ¡F";;*irrt, 2005, frcm sæ ro
!tr. Ge.oee collins, cåair of rhe Boa¡d of Tnrsrees and of the Bojcompeosarion
Comrnfuæe, aad.quored bypï T yg*lener ro o,e of lufrrrh 2:;æ;,i, 

""*"ffy*.ì.rr., r
Yrcie to h." tüt request-and T "rlti.h 

I sugesæd th¿t rhe .ó-*ii..l¡oard consider
9rTtg cenen elemenE.wrrhin the compensadon fncnrvork acconding to the nu¡¡ben serfonh rhereiq whf,e abiding b¿g" r"r¿ åp t po"Jã* bylrf..'c"llil as having been serbyrhe Board ar is Februaq¡iæS m..ri"g.

franldy, rfiis exercise seems silþro me. F_or ùg pær nearlyeleven ¡æars I haverepone{ ¡o and received direcr communicaúoa from rhå cui, oío* il;d or T.,rrt""r,u¡ho is chair of rhe compensSign comminee, on Era,,ersreratiog to mycompensadon.
Yourlerærsþals a profõund shrnge in tluc relatio^hip rlut,I;å;;-,fu. ñ;;.q;,

AUSF 000284



ry

for addfuional confirmarion of rnywrircn confirnurion confrrsine. Then I received an email
fromì¡f¡. colliß on lvú¡ch B,2cb5 in which he nodfied *" tå"¡iorroon-o,,e
conve¡satioas" berween him and me will no longer occur, becaue rhey "bave lead [sid ro*{Td.TandinsÞ ard misinærpreatiors in ttre-pær." "rn rhe fun re,í he said, ",r,i¡å*¿
and the C-ompensation C¡mmimee mtst deal'tuirå.o.p"*adonmanen in a more formal
way-"

Am I to surmisc from¡our letær and lvfr. f¡lf ins'en¡ail that in the funue whar I say
in wriringeven to råe Board Grair, will no longer receive consideradon unless ir has been 

'

processed by.p.U. F ùere an -implied sugg. esdon that I also should reÊain a lawyer vùocan
speak on my behalf to )Ðu as 'consulanTco,,,rseVadvisor" 

to rhe cornmittee *¿ ¡o"od¡ I
would appreciæe kuowing if rhis is À/i. Colliß' and Tour inænt?

-As ¡ou Poinr ou, ìn a recent lener to lt4r. Colliß I did nore thar wiùin the new,
compersation fnmeworkmyannual incendve for¡nula hes become lictle more than a
prerense. Yo¡ claim this is "complerely:nacçs¿¡... you rlen go to some lengtls ro
educaue rne abour the meaning and value of compersadon inceriri'rres and úe Boa.d,s
¡rrerorytivg to decide their use. As it happens,I amfullyaware of rhe value of inceucive
foryuJas, bur onJy.when úey are r.tsed to reflec a consiáered jrrdgmenr rhar relares to acn:al
perforrunce. And' of cor:rse, I have alvays understood thac ic is-enrirelyråe Board's
prerogarive to detemline anyaspecr of mycornpensadon

.. Mypoioc yhich.¡oy_missed endrel¡ is a simple oue. Forú¡e previots tlyee ¡æars,
S.l4"g æ recenrlyas råe November zooi Boa¡d oreeil"g, the noa¡dhas aua¡ded me
rngenrive PercenüBes f.rom 43/o to 45Vo, q/hich, I q'¿s rold, ¡efleced the Boa¡d's assessmeor
of the added value of myperfo By-anyreasonable, objective meesure, rny
perforruance É,.ir p*, p'argxgeeded rhar õf anypreviors ¡orr. tn facq I believe i is a
defe¡söle claim that I.headed. a leadership tq- ihæ led ¡iUro irs most successful par in
the 1 lGiæar history of the universþ. Thgryfoo, ir.does ring hollow for 1ou ro prelnd dur
reducing.m¡.high incemive percenreges of ùe taçI úree yeañ ro l3olo foiúr¡ pr'st year is
acnuilytied.in soSe weyto myperfórmance; and moróver, rhat I should r.g"od ibir aaioo
not o¡þas directlycorrela¡ed¡o mypelormance, buc aho as a valuable corniersadon rool
tlut will provide an incendve for ne to perform ar an eveû hþher level oexr )€er.

. . co."*rty-rg ),oi.'eccouar, ì¡fr. collins made dear ro me rhat rhe overriding
considen¡.ions of rhe Boa¡d in seaing ¡¡ry reduced compensadon and not ,enewini my
¡ete'fion packag¡ werg a fear of porenrìal inærmediare iancdons, indicarions Uyriunino""a
members úrar a "comfon lette/ should be required, and a desirero assure thar'l dü;;,
appear in the "top æn" univenirypresidens'compensarion lisr fu anyñrre, pi"t<i.g rbe
peJceftage nusrber of 13olo for s¡f incentive awa¡d wrs simpþ a .onrreoi.o..'dicterä

Pnlmnl, 
ybythe pre-determined limit of $799,000, *hhin *frÉh úe incentive cog¡Ironeng

had ro be nade ro tit you þeerhis, rhe commfuæe knows rhis, and [ þsv¡rhic.

- The _rg¿son r, ar leasr, knowthiq is simple: you failed ro mesdon the facr tbar råe
Boa¡'d.had alreadymade a j 'dgm"n¡ abors the value of myperforrrance ælative to my
a¡nud incenrive when, ar its November 20ûf Boud."eting, ir approved a 45olo anoual
ince¡¡ive awa¡'d for me for July l, 2OO4 - June 30, 2005. Th; fasr ihar rhe Boa¡d'decided./approveVagreed" 

at the Febnnry2005 me€ilng to revise this previowþapproved
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45To l,ricertúve- v/hich has already been paid to sre- and reduce it to 13olo, carurot, on thc
face of iq be relared in any way to a judgment abour my acnul perforrnance, wh.ich rhe
Board had alreadydecided in November2004 meri¡ed a ruuch higberpercenage. The
arbitn¡iness of now'sening a new and lower percenrage number ratber than accepring rhe
Iegitimecy of the previorsly approved 45o/o for my ennual incenrive pey, u/hich reflecrs ¡he
Boardt acruel eval¡¡ation of myperfonn:uce forrlris pasE )rar, is entirelytranspareff,
however sûenuorsþ¡ou seek to pawr it off as a "rewa¡d" thar is an "incenrive" ried co whar
you claim is an endreþuew a¡rd revised assessmert byrhe Board of myperformance. This, I
repear, is a pretense.

You a¡e cofiecc in reporting that I e4pressed a concern rhat in ligh of rl¡e decisions
ar ¡tre Februart' /QQg ¡ns¿rin& I *Btr¡ now be required ro r€pay a ponion of the
compensarion a[eadypaid to me in acco¡d with the Boand's ]{ovember2004 approval of rrry
compensarion for råe periodJuly 1,2æ4 - June 30, 2005. You srare rhaq 'Your deferred
compe''sation and maximum porendal incendve bonus forJuly I, 20C4 - Ju. 30, 2005 bave
sor yer been set and drese amouns rvill nor be paid ro you until after theyhave been
approved by the Board." Frorn the facæ presenred above, which, adminedþ, are at
coruiderable variance wfuh prr owu çl¡ims, you tro\p knowthar I have alre-ad]¡received
deferred compensadon and annual incenrive for¡his period in the ¿mouns approved bythe
Boa¡d at i¡s November 20o4 meeting, and in acco¡d wiÈh lvfr. Collir¡s'ínsrrucrions. I ca¡r rell
you, it is a welco.ne relief to bave you coufirm in purlerær thar, 'No such repayment has
been requested or suggested." Inæmuch as payments of different nnd la¡ger amounrs than
rhose esrablished at rfre Februa¡y2005 meeting q,ere rnade co me following the Nove¡nber
28,2004 aurhorizatiorq it is obviorsly¿¡ imFoneft issue howùe'Sf-2 Forrn, Form 990, and
mypersonal 1040 For¡n will square wfth the revised $799,000Iimir established onlylast
month. Nevenheless, it is reassuring to know thar pu have worled hiç out so rhat no
repaFnent from me will be required

Finally, lvfr. Joseph, I was ra I'eq ¿þ¿6þ by rhe tone of lour lener- aggressive,
condescending, "in-lour-facethese-a¡r'the-facts.ralce.it-or-leave-ir" sry{e- a tone tlnr is all
ú¡e rnore striking in a docurnent so thoroughly in error (which also raises græstions abour
the veracþ and reüabiliryof oråer data pu have provided the Boa¡d). Your closing
conunenr rhag "It appears rhar ¡ou are rejeaing the Commiaee's proposal ¿¡1d melring a
count€r-proposal,' is 

" 
disrnaying effo¡t to cwist what was an opeo conversation into a legal

coufronarion.

In acnul facr, as I have said, dte cornninee (and, afær the Board meeting, Irdr.
Collins and fttr. Carr) encouraged ne ro reviecrrhe components of the new framer¡,ork rbat
had already been decided Oriorsþ, 1ou chose nor to rnendoo ir, yo* lecer drat, according
¡q ffi. Collinq and Ùfr. Grr, ¡ou have been insrrucred to ideodfysdll 6¡þs¡ oæçh"nicms for
providing addftional rewa¡ds to me in the funue, brpod rhose rh¿r were approved (or
ciecirieci or agreeci upon) bytiæ Boani at ir FebnuryZ0O5 sæeti"g. Obviousl¡ ),orr success
iu cornpleting råis assþnment could have a significanr karing on rryown judgmenr, and
perhaps rlre commiaee's, in determining appropriaæ ar¡rouns of individrnt elernents wirhin
the nevrcomperuarion frar¡æwork Ar anyraæ, none of rh" aca.¡al conversatio¡s between
the com¡ninee and -" comes close to maæhing pu¡ contrived scena¡io of "proposal,n
"rejecdoo," and "coualer-proposal"
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Acnuily, I do not eTpect )outo agree with me on tbese runers, for npo reasoru.
Firsr, you have proceeded on rhe unex¡mined æ¡uryprion_rhar rhe resolurior of ÀU
gæcutive compensarion issr¡es is best accomplished byreducing rhen ro narrow legai and
financial concerr. Sccond, a propensþfor such a reducdon obviousþfocusa u"aul¡ if
not exdrsivel¡ upon finercial rr¡an€rs in a vayrhat places aæ in a difficulc double-bind. If I
raise quesúons about fine¡cial rnatærs, it can be corutrued (as ir hæ been) as evidence of
financial self-imeresr On rhe oùer hand, to þore myfiduciaqyresponsibiliryto the
uuiversþ and Board regarrding such issues as the hisroryof our compliance wirh
inrermediaæ sancriorrs, con:peosarion levels, peer comparisons, univeniry and Boarrd
policies, or procedunl matters- would jeoparrdizes not onlymyovm ioægricy bur also rhe
fr¡ll disclosure of viul information to tle Board.

I am well aware tha! some have ad'¡anced rhe misleading and false nodon rhat my
inærest in challenging rûe æsumptiors, proceduræ, a¡d decisions of úe comminee and ir
co¡uulrants Ls bæed soleþ on a desire to increæe mycompensation. In the process, I have
been wrongþacctsed of cokboradng wirh consuluns for persond gain, wfuhholding
informarion on federal disclosu¡e forrs, being unfa¡niliar with IRS regularions, and sudcleniy
losrng mycapacþto listen, cornprehend, or inæ¡prer úre discrusions and acdons of úe
Compensation Commirtee.

I wish ro emphæize, as I have nurnerous times alreadywith rhe cornminee and rhe
Board, rhat v¿hatever decísion råe Board malçes abouc rhe level of my compensation is a
decision I am wiiling to acc€pt. Over the pæt 18 rnonrhc, I have commenred upon espects
of mycompensation package onlyin response to a direct regu€sr from the Boa¡d Clnir ro
offer rnyviews, and I preserued rhem in accord with previous and long-sr^"dint panerns of
co¡nmunication and trusr. If these paaems are nov/ ro be changd so be ir. Myconcem,
and ir is a real one, is not abouc dre a¡nounr of mycornpeosation- It is, instead, that rhe
respor$es, reporrs, decisions, a¡d direc¡ives I have received beve been inconsistenq even
uninformed, leaving nurrr€ror¡s irportanr quesdons ulanqv¿s¡ed- ¡our lemer being a priræ
example. In facq I am deeplydishea¡tened ar råe sraæ of disarrayrlnr has zurrounded the
process of reviewing and sening myand myGbineCs compensarion over t*re pasr par and a
hâlf.

My deepesc concerns, however, are rooæd in my effons over seyerel decadæ to
eskblish and numue geauine collegialiq-and (úough increasingþfar-ferched) eveo
friendship as a viable, indispensable, dynamic of modem irurirudonal life and govenrance.
Io a universiry, of course, it is rhe life-blood of rhe enæryrise.

This univenirf- any univenir¡- is not primarily a legal, fin¿ncial, poliricaf or even
social iostitution, despiæ the wap in rrhich the affain of these ¿sd srhp¡ 5scren inescapabþ
arrd righdyimpinge upon irs life and operadoru. It is not primarilya corporarion, even a
non-profh one. lt is iirst aoci fbremosr an academrc communiry. Deærmining and adhering
to the unigue obþtions and rasponsibili¿ies for what tbat meaas, including the Boardt
govenvuce of such a singularþdifferenr i¡udrutional comrnunity, is, in my judgrneur,
profoundly at odds wfth q¡hat has recendy beetr set in modon bytbe comminee ¡nd Boa¡d,
assisæd bylrc* recent effons.
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Abandoning the difficuh bur vial task of alþing even the most complex and arcane
opendonal challenges rvith the deepest values of an academic cornmuniry and shirking rhe
responsibiþfor assuring tbat úrese vahres reso¡are into even dre tinies¡ crevæses of af,
orrdinary da¡ are very serious rruners. So serious, in fact, rhæ rhe increasingly cornmon
pracdce byuniversitirs of appealing to rhe exigencies and dsm^n.ls of other rircumsta¡rces
urd insrirutio¡s wi¡h different values and priorities in order to judfysuch abandonmenr is a
failing rlnt invariablyengenden imme¡rse, negâdve, ofren irreversible, consequences.

Yes, lvfr.Josepl¡ I undenaad Sarbanes-OxleiS yes,I undenund inærrnediare
sanctions; ¡es, I undentand the Boardt *iq* legal responsibilities a¡d prerogativæ; and
ps, understand tbe new regulatoryenvirorrnent of increased ransparencyand
accountabiþin which dl instinuions are required ro openrre. But I also undersrand the
corrosive effeca of injeaing into a collegial anrosphere Éea¡ and mistrwr fueled by
irresponsible misisforqretion. I uude¡stand, roo, rie familar dynamics and desuucdve
consequences of wbat lour rernarkablyinaccurare and misleading lener chanpios-s Ls a núß
ryødi for AU plumping, as ir does, for a radical realþnrcnr of its fundamenral valws and
Pnonues.

The loss of rust ""rl sqllsgieliry¿¡ thiç lgv6l, ro which lour lener contribrues,
diminishes wlnr has become, at leæt as I luve erperienced it over the past ren years, a
hallrnrrlc of the idendryoÍ a greatunivenþ. Not reaìlyyour concerr! I kuow,
bu¡ sad nevenheless,

Sincerely,

President
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To xAuBoard

information regarding the Board call on April 12

cc

bcc

Subject

\ ¿v

The Board will have a meeting by conference call on Tuesday, April 12, at I am EDT to discuss Dr.
Ladnefs compensation. Pleale RSVP if you will be attend¡ng the meet¡ng. So far, we have only 10
Board membérs attending; 11 is a quorum. Attached is the call-in information. Given the sensitivity of
the ¡ssues we are going to discuss, rather than circulating a call-in code, you will have to go through the
operator and identify yourself to be put into the call- Sorry Íor any inconvenience this may cause.

lwill círculate the Compensation Committee's proposal shortly.

t-;ã
tlÊ{

AEP-Labnke.Joseph-Dial In-2005041 2.doc
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Arnold & Porter LLP

Special Instructions
Al l  part ic ipants wi l l  be dial inq in,  includinq the host.
Join participants directly into the conference and then peform a roll call.
x*xonly al low those l isted below to access this meetino.***
There wi l l  be four (4) internat ional part ic ioants on this cal l .

Name Number Name Number
1 lim loseph HOST Wil l  Dia l  In 15 Tom Gottschalk Wil l  Dia l  In
2 Gary Abramson Wil l  Dial  In 16 Leonard Jaskol Wil l  Dia l  In
3 Leslie Bains Wíll Dial In L 7 Margery Kraus Wil l  Dia l  In
4 Michael  Caoel las Wil l  Dial  In 1 8 Robvn Mathias W i l l  D i a l I n
5 David Carmen Will Dial tn 19 John PetW Wil l  Dial  In
6 F¡lwar¡l C.arr Wi l l  D ia l  I n 20 Rnher t  P in r ¡ ¡s Wi l l  D ia l  l n

Arranoer: Dixie LaBrake ConferenceDay: Tuesday

or,on",õ Conference Date: April 12, 2005

1- Time/ Zone: 8:00 AM / Eastern

# of Parties: 24

Host: Jim Joseph

AU Board Meetinq Host Phone: Will Dial In

Danny Fugate Durat ion:  t  &Vz Hours

Dial  Out X Diat rn
Domestic:

Internat ional:

- Call Host - First _ Last X place D¡rect _[ nott C"tt

_  Announce _  La te  ,  Q&A _  Mon¡ to r

_ Part¡c, L¡st _ Fax _ Email  _ Music on Hold

_ Tape Call  _ #Cop¡es _ ShippinS _ Overnight _ Regutar
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J ãteprrnny/DC/AmoldAnd Po
rter
DC - 1075 202-942-53s5

04/08/2005 07:20PM

To xAUBoard

cc

bcc

Subject Compensation Committee proposal

The Board call is Tuesday, April 12 at 8:00 am EDT. The call-in number is 1-800-357-0498, you need to

be connected to the operator and give your name lo be connected to the call.

At the meet¡ng on Tuesday, the Eoard wil l vote on the following proposal, which is unanimously
recommendeã Oy tne Compensat¡on Committee (George Coll ins, Leslie Bains and Gary Cohn):

That Dr. Ladner's compensation package be set as follows:

Salary from July 1,2004-June 30, 2005:

Potential Incentive Compensation (up to 13o/o of Salary) for
services performed from July 1, 2004-June 30, 2005

Deferred Compensation (25o/o of Salary) to be deferred in 2005

Split-dollar premium payable in 2005

TOTAL

$500,000

65,000

125,000

109,000

$799,000

Dr. Ladner, in a February 27,2005letter to George Collins, made the following

counter-proposal:

Salary: $525,000
Incentive Compensation (up to 7.620/o ol Salary) 40'000
Deferred Compensation (up to 23.81o/o of Salary) 125,000
Split-dollar 109,000

TOTAL $799,000

Just so everyone understands, at the November 2004 Board meeting, the Board awarded Dr. Ladner

an incentive performance paynent for the July 1, 2003-June 30,2004 period payable $100,000 in

December 2004 and $107,500 in May 2005. For the incentive compensation award, each year, a

maximum bonus is established. For the last several years, Dr. Ladner's maximum bonus was

45%o. After the performance period ends, the Board awards an incentive pa)¡ment, based on Dr-

Ladner's performance over the performance period. Dr. Ladner's actual incentive bonus awa¡ds

have ranged from approximately 25%-45% for 2000-2004-

The Board is now being asked to vote on Dr. Ladner's maximum potential bonus for the

2004-2005 period, and, after July 1, 2005, you will be asked to make a decision on his final

award for 2004]:2005 (which will be capped out at the maximum potential award you decide on

now).
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I have attached the call-in information again, and it is listed above. Again, we need as many
Boa¡d members as possible to paficipate.

Eq
lí¡;:-:ril - ¡g Board Conference Call (026630-1 04-08-2005 '11-43-324M)-(DC-1359106-1).PDF
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Arnold & Porter LLP

Dixie LaBrake

rax'F

Utu,|:

off¡ce/cfient: AG
Reference: AU Board Meeting

From: Dannv Fuqate

conferenceDay: Ïuesday

ConferenceDutu, @

lme/ zone: 8:00 AM / Eastern

# of Parties: 24

H o r t r M

Host Phone: Will Dial In

Dura t ¡on :  1&7¿Hours

4la/05
8:44 AM

MULTI-POINT Communicat¡ons
Reservat¡ons: 800-288-96r4

Fax:877-656-0603
Ema¡l: resvêmultioc¡ntcoflr.com

Dial  Out X Dial  rn

-

-

_ Announce _ Late _ QA¡, _ Mon¡tor

_ Partlc. L¡st _ Fax _ Email _ l¡tusic on Hold'

_ Tape Call  _ #Copies _ Shipping _ Overnight _ Regular

Transcr¡Dtion Ema¡l

Special Instructions
All participants wil l be dialino in, includinq the host.
loin participants directlv into the conference and then oerform a roll call,
***Only allow those lísted below to access this rneetinq.{tdc*
There wil l be four (4) international partícipants on this call,

AUSF OOO295

Name Nurnber Name Number
t Jim Joseph HOST Will Dial In 1 5 Tom Gottschalk W i l l D t a l l n
z Garv Abramson W i l l D i a l l n 1 6 Leonard Jaskol W i l l  D ia l I n
3 Leslie Bains W i l l D i a l i n t7 Margery Kraus Wi l l  D ia l I n
! Michael Caoellas Wi l l  Dia l  In 1 8 Robyn Mathias Wi l l  Dia l  In
5 DavÍd Carmen Will Dial In 19 John Pettv Wi l l  D ia l I n
6 Edward Carr Wi l lD ia l  I n 20 Robert Píncus Wi l l  D ia l I n
7 lack Cassell W i l lD ia l  I n 21 Matthew Píttinskv Wi l lD ia l  I n
I Gary Cohn Wi l lD ia l  I n 22 Laurence Sieoel Wi l l  D ia l I n
9 (;eoftte t:ôllrns wr l l  l J ra l  ln 23 Jettrev Sine Wi l l  D ia l I n
10 Pamela Deese Wíll Dial In 24 Paul Wolff W i l l  D ia l I n
1 1 Jerome Del Pino W i l l D i a l l n 25
L2 Faud El-Hibri Wi l l  Dia l  In 26
13 Hani Farsi Will Dial In 27
L4 Michael Forman W i l l D i a l l n 28
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